BEFORE THE
DEPARTMENT OF CORPORATIONS
STATE OF CALIFORNIA
In the Matter of the Accusation of Case Nos. 963-1982; 603-8189; 603-
8736; and 603-D366
THE CALIFORNIA CORPORATIONS
COMMISSIONER, OAH No.: L2007100635
Complainant,
V.
PLATINUM COAST ESCROW, INC.; NAZIH
DANIEL SADEK, as an individual; SADEK,
INC.; QUICK LOAN FUNDING, INC.; and
LOYALTY FUNDING, INC.,

Respondents.

DECISION
The attached Proposed Decision of the Administrative Law Judge of the
Office of Administrative Hearings, dated September 3, 2008, is hereby adopted by
the Department of Corporations as its Decision in the above-entitled matter.

This Decision shall become effective on __12 December 2008

IT IS SO ORDERED this 11" day of December 2008

CALIFORNIA CORPORATIONS COMMISSIONER

Preston DuFauchard



BEFORE THE DEPARTMENT OF CORPORATIONS
OF THE STATE OF CALIFORNIA

In the Matter of the Accusation of
Case Nos. 963-1982; 603-8189;
THE CALIFORNIA CORPORATIONS 603-8736; and 603-D366
COMMISSIONER,
OAH No.: L2007100635
Complainant,
V.
PLATINUM COAST ESCROW, INC.;
NAZIH DANIEL SADEK, as an individual;
SADEK, INC.; QUICK LOAN FUNDING,
INC.; and LOYALTY FUNDING, INC.,

Respondents.

PROPOSED DECISION
This matter came on regularly for hearing on July 7, 8 and 9, 2008, in Los
Angeles, California, before H. Stuart Waxman, Administrative Law Judge, Office of
Administrative Hearings, State of California.
Preston DuFauchard, the California Corporations Commissioner, (Complainant

or Commissioner), was represented by Blaine A. Noblett, Corporations Counsel and
Judy L. Hartley, Senior Corporations Counsel.
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Respondent, Nazih Daniel Sadek (Respondent)' represented himself
and Respondent, Platinum Coast Escrow, Inc. (PCE)? for part of the first day
of hearing. The remainder of the time, Respondent and PCE were
represented by Thomas J. Borchard, Attorney at Law.

On the first day of hearing, a special appearance was made by Dennis F.
Fabozzi, Attorney at Law, on behalf of Wells Fargo Bank.

On May 27, 2008, the Commissioner summarily revoked the finance
lenders law licenses of Respondents Sadek, Inc., Quick Loan Funding, Inc., and
Loyalty Funding, Inc., for failure to submit annual reports pursuant to Financial
Code section 22159. On June 5, 2008, as a result of those license revocations,
Complainant dismissed without prejudice the First Amended Accusation and the
Notice of Intention to Issue Orders Revoking the California Finance Lenders
Law Licenses against those entities. Therefore, the matter proceeded against
Respondents Sadek and PCE only. The operative pleading is the First
Amended Accusation.
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' Respondent appeared on the first and third days of the hearing.
Although Complainant had served him with a Notice to Appear pursuant to
Government Code section 11450.50, Respondent did not appear on the second
day. However, on the third day, Respondent produced a physician's note
indicating that he had been unable to appear at the hearing the day before.

2 0On or about June 13, 2008, Complainant moved to strike PCE's Notice
of Defense on grounds that it was prohibited from defending itself in a state
court because its corporate status had been suspended pursuant to Revenue
and Taxation Code section 23301. Because revival to active corporate status in
time for the hearing would have entitled PCE to present a defense, the
Administrative Law Judge deferred ruling on Complainant's motion until the first
day of the hearing on the merits. PCE's corporate status had not been revived
as of that day. The Administrative Law Judge granted the motion to strike
PCE's notice of defense but indicated that he would consider a motion to permit
PCE to defend itself if the reviver was obtained before the close of the evidence.
Pursuant to the Administrative Law Judge's ruling, PCE was found to be in
default and the matter proceeded by way of default prove up. PCE did not
obtain the reviver before the close of the evidence on July 9, 2008.



Oral and documentary evidence was received. The record was held open
to and including August 15, 2008, for the parties to submit closing and rebuttal
briefs pursuant to a specified briefing schedule. The briefs were timely received.
"Complainant California Corporations Commissioner's Closing Trial Brief" was
marked as Complainant's Exhibit 46 for identification. "Respondents' Closing
Brief” was marked as Respondents' Exhibit FFF for identification. "Complainant
California Corporations Commissioner's Reply to Respondent's Closing Trial
Brief' was marked as Complainant's Exhibit 47 for identification. "Respondents’
Closing Reply Brief” was marked as Respondents' Exhibit GGG for identification.
On August 15, 2008, the record was closed, and the matter was submitted for
decision.

Complainant's Request for Official Notice of Nguyen v. State of
Nevada, 116 Nev. 1171; 14 P.3d 515 (2000), is granted.

FACTUAL FINDINGS
The Administrative Law Judge makes the following factual findings:
1. At all relevant times, PCE was licensed by the Commissioner as an
escrow agent pursuant to the California Escrow Law (Fin. Code, § 17000 et
seq.). At all relevant times, Respondent was PCE's chief financial officer,

director, and sole shareholder.

The Allegations Against Respondent Sadek

2. Respondent is a self-made individual. He was born in Lebanon in
1968, and was educated through the third grade. He moved to the United States
in 1986, and worked in auto sales and finance until 2001. In or around 2000, he
became the chief financial officer of a company named First National Credit.
However, that position lasted only approximately 30 days. In 2001, he began
working in the residential mortgage field, first working in "a net branch under a
corporate hub," and later that year, by funding loans in his own company that
subsequently became Quick Loan Funding, Inc. By June of 2002, he had
obtained warehouse lines through which he obtained funds for real estate loans
he later sold. Between 2002 and 2007, Quick Loan Funding, Inc. employed up
to 1,000 individuals. Beginning in 2005, Respondent oversaw the operations
and customer service aspects of Quick Loan Funding, Inc. He opened PCE in
2002, primarily for the purpose of handling escrows on almost 100 percent of the
loans funded by Quick Loan Funding, Inc. Respondent had no escrow
experience and had little involvement with PCE's operations over the years. He
subsequently opened Loyalty Funding, Inc., but he no longer owns that entity.
He also opened Sadek, Inc, a real estate agency licensed by the California
Department of Real Estate.
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3. Respondent was the sole shareholder of Quick Loan Funding, Inc.
and the recipient of the company's profits. In 2005, the company's most
successful year, he realized profits of approximately $40,000,000 in addition to
his salary. 2004 and 2006 were also successful years, albeit not as profitable
as 2005. Quick Loan Funding. Inc. terminated its loan activity in August 2007,
and has not transacted business since that time.

4. In addition to PCE, Quick Loan Funding, Inc., Sadek, Inc. and
Loyalty Funding, Inc., Respondent has purchased and still owns a restaurant
in Newport Beach, California, a movie production company, and a 25 percent
interest in an automobile company.® His movie production business
necessitated the creation of approximately six additional business entities.

5. Between 2005 and 2007, Respondent maintained approximately 50
business-related bank accounts and seven or eight personal bank accounts at
the Wells Fargo Bank branch in Newport Coast, California. Around 2005, he
maintained balances of between $1,000,000 and $20,000,000 in his personal
accounts.

6. Respondent likes to gamble and has traveled extensively to Las
Vegas to pursue that avocation. Near the end of 2004, he was detained at the
Orange County Airport enroute to Las Vegas carrying $70,000 in cash which
he intended to use for gambling. It was at that point that he decided he would
be better off obtaining lines of credit from the casinos at which he intended to
play games of chance.

7. On March 4, 2005, Respondent applied for a line of credit from the
Bellagio Hotel and Casino (the Bellagio) in Las Vegas. During the application
process, the Bellagio was provided with two bank account numbers. One was a

personal account held by Respondent. The other was an account ending with
the numbers 8066. That account was PCE's trust account (trust account).
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% Respondent did not elaborate on the nature of his automobile business.



8. Complainant alleges that Respondent provided the Bellagio with
PCE's trust account number to secure his markers, thus violating the Escrow
Law. Respondent denies having done so. He claims he did not know any of his
many bank account numbers and that his financial information was obtained by
the Bellagio and other casinos from other sources. In an attempt to resolve that
issue before trial, counsel for the parties took the depositions of the persons
designated "most knowledgeable" from the Bellagio, Wynn Las Vegas (the
Wynn), the Venetian Hotel and Casino (the Venetian) and a company named
Central Credit, LLC (Central Credit), an organization that maintains databases of
information on individuals who apply for lines of credit and/or cash checks in Las
Vegas casinos. Those depositions were of little assistance in resolving the
issues presented in this case. They demonstrated a significant divergence in
the casinos' respective policies with respect to how a credit applicant's financial
information was obtained, although all of the casinos' persons most
knowledgeable testified that the applicant was asked to check the application for
accuracy before signing and submitting it for approval.
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9. The deposition testimony of Lynda Smith, the person most
knowledgeable from the Bellagio, was the most troublesome in this regard.
She never met or spoke with Respondent, and her testimony was based
largely on what a former Bellagio employee said and did during the 2005
application process. Ms. Smith not only lacked personal knowledge, her
testimony was based in large part on hearsay, and frequently, on multiple
levels of hearsay. Those aspects of her testimony are not sufficiently reliable
to support a factual finding®, and Respondent's hearsay, foundation and
speculation objections® to those aspects of her testimony are sustained.®

“In his Reply Brief, Complainant correctly relies on Weil & Brown, Cal.
Civ. Practice Guide: Div. Pro. Before Trial (The Rutter Group 2005), at p. 8E-20,
§ 8:475, for the proposition that that a person most knowledgeable who has
been designated to testify on behalf of a corporate entity, may do so even if
he/she lacks personal knowledge, provided he/she obtains that knowledge from
those who possess it. However, the problem with Lynda Smith's testimony is
described only two sections later. Section 8:477 contains the following Practice
Pointer:
"The entity's duty to designate the ‘most qualified’ person to testify on its behalf
may still work better in theory than in practice. It may be useful if all you need is
to authenticate corporate records or proceedings. But it may not pin down
exactly who knows what, or did what, within the organization. i.e., the witness
designated as the ‘most qualified' by the corporation may still come up with ‘I
don't know* or 'I'm not sure' answers at the deposition. In this event, you're
going to have to take additional depositions to find out what you need to know!
"Therefore, if the matter involved is critical to your case, do not rely on the
entity's duty to designate the 'most qualified' officer or employee! It is better
practice to do your own investigation or send out interrogatories asking who in
the organization has knowledge of the particular facts you seek; and take that
person's deposition." (Emphasis in text.)
In the instant case, much of the deponents' knowledge, and particularly that
of Ms. Smith, was based on one or more levels of hearsay, and despite
having had the opportunity to obtain information from individuals with first
hand knowledge, Ms. Smith was unable to answer several key questions.
Thus, the problem with Ms. Smith's testimony was not the propriety of her
testifying as the Bellagio's person most knowledgeable. It was the reliability
of her testimony.

® Complainant also argues in his Reply Brief that the parties stipulated to
the admissibility of the deposition excerpts. That position is incorrect. In a June
2, 2008 Pre-Hearing Conference, the Administrative Law Judge ordered the
parties to prepare "a list of the identification and inclusive pages and lines of
each deposition transcript he/she intends to introduce" and a separate list of
objections to the testimony contained in the other party's designation. The
purpose of that Order was to enable the Administrative Law Judge to consider
the deposition excerpts as testimony, subject to all objections, rather than as
documentary evidence. The parties' stipulation applied to documentary
evidence only. It did not waive objections to testimony. In fact, each party



10. On July 3, 2008, the parties entered into a stipulation as to the truth
of certain facts and the admissibility of Exhibits 1 through 45 and A through
DDD. As to those exhibits, the parties stipulated as follows:

To the authenticity and admissibility of the following documents to

be offered into evidence by the Commissioner and the Respondents

in this matter. The Commissioner and the Respondents reserve the

right to contest the relevance or weight to be accorded these
documents, and this stipulation shall not limit either Respondents' or

Complainant's rights to submit additional evidence.

11. Some of the exhibits covered by the above stipulation were also
exhibits to one or more of the four depositions the parties took of the persons
most knowledgeable. Because relevance was the only objection preserved by
the stipulation, and because no relevance objections were raised, Exhibits 1
through 45 and A through DDD were admitted for all purposes. Many of the
below findings were gleaned from those documents.
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served and filed a set of objections to the deposition testimony the other party
offered.

® Although Complainant relied heavily on Ms. Smith's deposition
testimony, the weaknesses of her testimony was evidenced in Complainant's
own closing brief in which, to avoid misrepresentations, Complainant was forced
to use language such as, “she believed,” “an unidentified member of the
Bellagio's staff, and “She has no reason to believe that this policy was not
followed in Sadek's case.”



12. Ms. Smith testified that, to begin the application process, Respondent
was referred to a credit clerk to whom he provided his name, date of birth, Social
Security number, employer's name and address, bank name and location, and
two bank account numbers, one of which was the trust account number. Not
only is that testimony based on double hearsay and a lack of personal
knowledge, the credibility of Ms. Smith's testimony in that regard is challenged
by a document generated by the Bellagio as part of the application, which
Respondent was required to sign. That document stated in part:

| give BELLAGIO and its representatives authorization to obtain
and verify my financial information (including but not limited to
account balance information) from any source, obtain my
financial and employment history and exchange information with
others about my financial and account experience with the
BELLAGIO. . ..

...

Further, | authorize BELLAGIO to complete any of the following
information on those markers: (1) name of payee, (2) a date, (3)
name, account number, and/or address of any of my banks
and financial institutions, (4) electronic encoding of the
above and (5) as otherwise authorized by law. The information
inserted may be for any account from which | now or may in
the future have the right to withdraw funds, regardless of
whether that account now exists, and whether | provided the
information on the account to BELLAGIO. (Emphasis added.)

13. Among Complainant's exhibits is a "Marker Limit Request Form By
Facsimile." On that form, Respondent is identified as the borrower, but the
form is not filled out in his handwriting. A credit limit of $500,000 is requested,
and March 4, 2005, is marked as the date of his arrival. The form includes a
space, on one line, for "Acct, # Business" and "Acct. # Personal." A bank
account number is written (not in Respondent's handwriting) below each item.
The business bank account number is that of the trust account. Although
spaces are provided on the form for Respondent's Social Security number and
his home address, that information is not filled in. "Quick Loan Funding" and
"Owner" are written under "Business Name" and "Position" respectively, and
an address and telephone number are provided for that entity.

14. Respondent does not recall giving any bank account numbers to
anyone at the Bellagio. He believes the Bellagio received the trust account
number from his private banker at the Wells Fargo Newport Coast branch after
he told Bellagio personnel to telephone her to obtain his personal account
number and to rate the account.



15. The evidence also includes two undated typewritten applications
which Ms. Smith testified were composed based on information Respondent had
provided to the credit clerk. However, the typewritten versions of the application
(1) include a Social Security number for Respondent; (2) indicate that
Respondent was the CFO of First National Credit;” and (3) list his business
address and telephone numbers as other than those on the handwritten
application. In addition, the trust account is listed as the business account on
the typewritten applications, but the personal account number is missing entirely
from those applications. Despite the inaccuracy of Respondent's business
information and the inclusion of his company's trust account nhumber,
Respondent's signature appears on the typewritten applications.

16. Ms. Smith testified that Respondent designated the trust account as
the primary account for security against his line of credit with the Bellagio. That
testimony was not credible for the following reasons. (1) Neither the handwritten
application nor the typewritten applications contained an area in which a primary
account could be designated. (2) No reason was offered for the absence of the
personal bank account number on the typewritten applications. (3) Because of
the other discrepancies between the handwritten application and the typewritten
applications, a finding cannot be made that the omission of the personal bank
account was made at Respondent's request, or even that, as Ms. Smith testified,
the information on the typewritten applications came from the handwritten
application based on information Respondent provided to the credit clerk.

" Footnote 4 to Complainant's closing brief reads in part: “Respondent
argues in his Opening Trial Brief that the Bellagio credit application contains
numerous 'mistakes’; thus, implying that Sadek did not review or complete his
credit application with the Bellagio. Specifically, Respondent points to the fact
the hard copy of the credit application contains inaccurate employer information
(First National Credit is listed as Sadek's employer). However, Sadek testified
that he was in fact employed as First National Credit's C.F.O. during the period
2000 to 2001. He also testified that he likely gambled at the Bellagio in 2000 to
2001, though he had not established credit with the Bellagio at that time. Thus,
it is possible that the Bellagio's computer system contained outdated employer
information for Sadek, dating from a time when he gambled at the casino, but
had not yet established a line of credit. . . . Why in the instant case the employer
information Sadek provided to Ms. Jackson [the credit clerk] does not appear on
the hard copy of his credit application remains unclear . . ." Complainant's
argument further belies the credibility of Lynda Smith's deposition testimony. If
the Bellagio used outdated employer information on the typewritten applications,
then it did not obtain the information from the handwritten application, and
Respondent did not provide the information to the credit clerk. Further, the
Bellagio would have no need to keep Respondent's employer information on file
if he did not have a line of credit with that casino. This makes the source of the
incorrect information on the typewritten applications even more of a mystery.



17. On March 4, 2005, a Bellagio representative contacted Respondent'’s
personal banker, Natalie Saati, at the Wells Fargo Bank Newport Coast branch.
Ms. Saati rated both the personal bank account referenced in the handwritten
application and the trust account. According to Ms. Saati, the average and
current balance for the personal account was $16,000,000. The Bellagio
approved Respondent's application for a line of credit.

18. On October 18, 2005, Respondent signed three markers® totaling
$1,010,000, against his line of credit. On or about November 7, 2005,
Respondent refused to pay the amount of the markers. The markers were
submitted for payment against PCE's trust account, but Respondent stopped
payment on them.® As of November 14, 2005, Bellagio casino host Jim Dunning
had contacted Respondent's attorney to discuss payment of the markers. Even
if he had been previously unaware that his company's trust account was listed
as security against his line of credit, the appearance of the marker debits and
their reversals on the trust account statement and his attorney’s involvement in
resolving the matter with the Bellagio, placed Respondent on notice, actual or
constructive, that his trust account had been used for that purpose. It then
became incumbent upon Respondent to ensure that the trust account number
would not appear on any other credit line applications and would be removed as
security against any and all extant lines of credit. No evidence was offered to
show that Respondent took any such steps at that time.

19. Approximately 13 months later, on November 18, 2006, Respondent
signed a marker for $20,000 using his line of credit at the Bellagio. His debt in
that amount was still outstanding when, on April 25, 2007, the Bellagio
deposited the marker for payment from PCE's trust account.

I
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8 An individual with a line of credit at a casino signs a gaming marker in a
certain amount to obtain playing chips in that same amount. That sum is
charged against the line of credit. According to Nevada law, a marker is
considered a check or draft. (Nguyen v. State of Nevada, supra, 116 Nev. at
1175-1176.) If, at the end of play, the player does not have sufficient chips to
cover his/her marker, the player is afforded a certain length of time to settle the
account. If he/she fails to do so, the marker can be, and in this case was,
submitted for payment from the bank account listed on the player's credit line
application.

® According to a bank statement for the trust account, dated November

30, 2005, debits for "checks" in the sums of $925,000, $75,000 and $10,000
were made on November 10, 2005. Those three checks totaled $1,010,000.
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20. PCE's trust account was protected by a fraud prevention feature
named "Positive Pay." That online feature, offered as a service by Wells Fargo
Bank, enabled account holders to approve or reject payment of checks deposited
for payment against their accounts. Incoming checks were initially debited from
the account. If the customer rejected a check via Positive Pay, the debit was
reversed and the amount of the check was credited back to the account the
following day. However, until the bank reversed the debit, funds in the amount of
the check were not available to cover other incoming checks.

21. The Bellagio's $20,000 marker was posted to PCE's trust account on
April 27, 2007, and that amount was debited from the account on the same day.
Using the Positive Pay feature, PCE's Escrow Manager, William Nelson
(Nelson), recognized that the marker was not a proper source for payment from
the trust account and rejected it. On A (Pril 30, 2007, the reversal of the $20,000
debit was posted to the trust account.'® Between the time the debit was posted
to the account and the time it was reversed, the $20,000 represented by the
Bellagio marker was not available for payment from the trust account. Had a
legitimate check exceeding the account's balance between April 27 and April 30,
2007, been submitted for payment, it would have been returned due to
insufficient funds.

22. Neither Respondent nor any of his agents at PCE took any steps to
remove PCE's trust account number from his line of credit at the Bellagio after
the Bellagio's marker was deposited into that account.

23. On June 24, 2005, Respondent procured a line of credit at the Wynn.
Although he signed the application, the handwritten portions of the application
are not in Respondent's handwriting. The evidence did not disclose who
completed that portion of the application. PCE's trust account number is the only
bank account number that appears on the application. It is listed under "Account
# Business." An area for "Account # Personal" is blank. As with the other
casinos, it was the custom and practice of the Wynn to ask a credit applicant to
review the application for accuracy before submitting it for approval.

24. On November 17, 2006, Respondent signed a marker for $500,000
using his line of credit at the Wynn. He signed another $500,000 marker at the
Wynn the following day. Respondent's $1,000,000 debt to the Wynn was still
outstanding when the Wynn deposited the two markers into PCE's trust account
for payment. One of the markers was debited from the account on April 25,
2007. Using Positive Pay, Nelson recognized that the marker was an improper
source for payment from the trust account, and he rejected it. The charge
against the account was reversed the following day, April 26. The other marker
was debited from the account on May 17, 2007. Using Positive Pay, Nelson
rejected that marker also. The charge against the trust account was reversed
the following day, May 18.

1% April 27, 2007 was a Friday. April 30, 2007 was a Monday.
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25. Between April 25 and 26, 2007, and between May 17 and 18,
2007, $500,000 of the funds from PCE's trust account were not available for
payment to legitimate sources.

26. Neither Respondent nor any of his agents at PCE took any steps
to have PCE's trust account number removed from his line of credit at the
Wynn after either of the Wynn's markers was deposited into the account.”

27. On January 19, 2007, Respondent signed two credit applications at
the Venetian, one for $1,000,000 and one for $2,000,000. PCE's trust account
number is the only bank account identified on the application for the
$2,000,000 line of credit. A different account number is listed on the other
application. No evidence was offered to show that Respondent or any of his
agents at PCE made any attempt to have the trust account number removed
from the Venetian's records.

28. How the Bellagio, Wynn and Venetian casinos obtained the trust
account number that appeared on their credit applications and markers was
not proven. None of the trust fund account numbers written on the various
applications were written in Respondent's handwriting. The depositions taken
in this case established that the casinos share certain customer information
with each other, but it was not established that such sharing occurred in this
case. The deponents also testified that the casinos can, and frequently do,
access customers' databases at Central Credit. However, in this case, Central
Credit did not have the trust account number. Central Credit is therefore
eliminated as the source of that information. It also does not appear that
Respondent intentionally attempted to use trust account funds to pay his
gambling debts. Although the three markers that were submitted for payment
bore the trust account number, all three also bore Respondent's name and
residence address rather than PCE's name and business address.

29. All of Respondent's credit lines in Las Vegas casinos are now
closed.

" Respondent testified that, after he learned the Wynn had deposited
two markers totaling $1,000,000 into the trust account, he called his personal
friend, Steve Wynn, the owner of the Wynn, to attempt to get the matter
resolved. No evidence was offered to show that any such attempt was either
successful or unsuccessful. In addition, it remains unclear why Respondent
would have called the hotel's owner instead of the casino's credit department or
the casino host who had attended to Respondent's gambling needs.
Respondent's testimony in that regard was insufficiently credible to support a
finding in his favor. It was also belied by the deposition testimony of David
Sisk, the individual designated by the Wynn as its person most knowledgeable.
Mr. Sisk testified that, to his knowledge, Respondent never contacted the Wynn
to have the trust account number removed from the casino's records and, to his
knowledge, the trust account number was never removed from those records.
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